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Section I 
 

Background 
 
 

A.  Act 46, SLH 2008 
 
In 2008, Governor Linda Lingle signed Act 46, which amended Chapter 157, Hawaii Revised 
Statutes (HRS), requiring that milk producers be paid the Class I price for milk when production 
of Hawaii-produced milk is less than one hundred per cent of the total production quotas for all 
milk sheds in the state.  Act 46 also directed that “…the department of agriculture shall engage 
stakeholders of the Hawaii milk production industry to establish recommendations for short- and 
long-term initiatives to help ensure the availability of fresh milk for fluid consumption in Hawaii.  
Based upon the results of the engagements, the department of agriculture shall, together with 
the University of Hawaii (UH), College of Tropical Agriculture and Human Resources (CTAHR), 
prepare a written report and strategic plan recommending short and long term initiatives to help 
ensure the availability of fresh milk for fluid consumption in Hawaii.”  No funds were 
appropriated for the development of the strategic plan.  
 
This combined report and strategic plan is the result of several meetings the department held 
with the state’s two dairy farmers and with one individual who is planning to produce and 
distribute milk on Oahu.  UH-CTAHR faculty made their research reports available to the Hawaii 
Department of Agriculture (HDOA) which were referenced in this report. 
 
 
B.  Hawaii Dairy Industry 
 
The first commercial dairy was established in Hawaii in 1869, and by 1955, there were 
approximately 86 dairies throughout the islands.  By 1982, Hawaii was totally self-sufficient in 
milk.  Twenty-eight years later, there are only two dairies left in Hawaii.   
 
The dynamics of the industry began to change dramatically as dairy operations on Oahu began 
to close in the 1970’s as they came under land development pressure and were pushed out to 
marginal lands.  In 1982, the contamination of local milk through the ingestion of heptachlor-
treated pineapple tops by dairy cows contributed to a loss of public confidence in the safety of 
Hawaii produced milk and a decline in sales.  At the time, no milk was allowed to be imported 
into the state. 
 
In 1984, Safeway Stores brought suit against the State claiming violation of the Constitution’s 
Commerce Clause, for denial of a distributor’s license to import and sell mainland milk in 
Hawaii.  The State argued that issuance of the license would tend to promote destructive or 
demoralizing competition in a market already adequately served or that it would not be in the 
public’s interest.  The court determined that States may not discriminate against interstate 
commerce even if the reason for the discrimination is to cancel out some advantage that out-of-
state goods have over local products.  The need to keep the local food industry viable was not 
taken into consideration.  However, the court did not invalidate any section of the Milk Control 
Act.  Safeway Hawaii, Inc began to import milk in 1985 and others followed in importing milk. 
There has been a steady decline in Hawaii’s milk production since that time. 
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Current estimates suggest that over 90% of milk consumed in Hawaii is imported from the 
mainland.  From the early 1980’s to the late 1990’s, Hawaii dairy industry annual sales 
decreased from $32.2 million to $14.5 million.  In 2007, Hawaii dairy sales were $9.7 million.  
 
The last commercial dairy farm on Oahu closed in February 2008.  Both of the state’s two 
remaining licensed dairy operations are located on the Big Island and production from these 
farms accounts for less than 10% of the total supply of fluid milk in Hawaii.  Only a limited 
volume of milk produced on the Big Island is available for consumers on Oahu, Maui and Kauai. 
Obviously, the over-dependency on imported milk to meet local demand greatly increases 
Hawaii’s vulnerability to supply disruption caused by unforeseeable local, national and global 
events.   
 
C.  Hawaii Department of Agriculture (HDOA) Programs Assisting the Dairy Industry  
 
Milk Control Program 
 
The Milk Control Program is administered within the Commodities branch of the Quality 
Assurance Division.  Duties and responsibilities include: 
 

• Inspect, investigate milk production, distribution and payments and perform market wide 
pool utilization calculations to determine fair payment to farmers. 

• Issue milk licenses to producers, processors, and distributors; and monitor and adjust 
milk quotas. 

• Conduct milk cost of production study as requested by industry. 
• Adjust minimum prices paid to producers as needed. 
• Oversee audits, promotions, and research projects as needed. 
• Meet with individuals and industry groups to discuss, implement, coordinate and improve 

State’s assistance to industry; ensure compliance with laws and rules; resolve industry 
problems; encourage collective action; and improve production and marketing. 

 
Livestock Feed Reimbursement Program 
 
The Livestock Feed Reimbursement Program (LFRP) is administered within the Market 
Development branch of the Agricultural Development Division.  

The LFRP was developed to implement Act 221; a bill proposed by HDOA and passed by the 
2007 Hawaii Legislature.  The purpose of Act 221 (2007) is to create a livestock revitalization 
and food security program to administer and disburse funds to qualified dairy, cattle, hog, and 
poultry farms that apply for and receive, with proper documentation, a reimbursement for up to 
60 percent of each farm's feed expenses.  With financial support, the livestock industry will be 
able to make capital investments, expand and improve their herds and flocks, and develop new 
markets and products.  This financial support will serve a public purpose by enabling the 
livestock industries to stabilize their operations; thus, contributing to food security, and helping 
them become more competitive with mainland suppliers in the future. 

Reimbursements shall not exceed a total of $250,000 per qualified producer per year and shall 
be filed for feed purchased within the immediately preceding State fiscal quarter of filing and 
shall be effective for feed costs incurred after July 1, 2007. 
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A Qualified Producer is any person that, at the time of application, is in the business of 
producing the following: 

1. Milk from a herd of not less that 350 cows;  
2. Poultry from a flock of not less than 3,000 birds; 
3. Pork from a herd of not less than 50 sows;  
4. Beef producers who finish in Hawaii at least 100 head annually.  

A total of $3 million was appropriated in State FY 2008 (July 1, 2007 – June 30, 2008) and the 
same amount in State FY 2009 (July 1, 2008 – June 30, 2009) with the program sunsetting on 
December 31, 2010.  Due to the state’s dire financial situation, funding was not released after 
mid-2009.  From the inception of the program, $3.8 million was approved for feed 
reimbursements, $1 million of which went to dairy producers. 

Buy Local, It Matters 

Buy Local, It Matters is administered within the Market Development branch of the Agricultural 
Development Division.  Starting out years before with the slogan Buy Fresh Buy Local, the 
successful program evolved into Buy Local, It Matters, a promotional campaign that aims to 
encourage Hawaii residents to support Hawaii farmers by making conscious decisions to 
purchase locally grown produce and other agricultural products (including milk).  It is a joint 
effort involving the HDOA, UH-CTAHR, the Hawaii Farm Bureau Federation, the Economic 
Development Association of Hawaii, the County of Hawaii and others. 

Livestock Disease Control 

The Livestock Disease Control program is administered within the Livestock Disease Control 
branch of the Animal Industry Division. 

The mission of the branch is to prevent, detect, diagnose, control and eradicate livestock 
diseases in order to promote the health and economic well-being of the livestock industries in 
Hawaii.  Surveillance for regulatory diseases is conducted routinely to identify diseases which 
constitute a threat to the State's livestock industries and public health.  The Branch consists of 
veterinary medical officers, livestock inspectors, animal caretakers, management and support 
staff. 
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Section II 
 

Critical Issues 
 
 
Discussions with the two dairy farmers and one prospective dairy farmer and a review of the 
research literature identified five critical issues that need to be addressed to sustain and 
encourage growth in Hawaii’s dairy industry. 
 
Issue 1: Market Demand for Hawaii Produced Milk 
  
Goal 1: Determine the market demand for Hawaii produced milk by island, market segment, 

and price points. 
 

A study conducted in 2007 by C.N. Lee of UH-CTAHR stated that approximately 
360,000 gallons of milk is imported weekly from the mainland.  The majority of 
demand according to Dr. Lee’s study is for low fat and skim milk (76-79%) while 
whole milk comprised 21-24% of demand.  The largest consumer groups are children 
and the elderly.1 Children 14 years and younger are expected to total 254,840 in 
2010 and increase to 281,150 by 2020.  In 2010, those people 65 or older are 
expected to total 190,340 and increase to 261,210 by 20202. 
 
A consumer survey was designed and completed in the fourth quarter of FY 2009.  
The HDOA’s Commodities branch had planned to conduct the survey in stores in 
early 2010; however, retailers wouldn’t consent to it.  A different approach will have 
to be developed to determine the current statewide market demand for milk.  A copy 
of the survey is included as Appendix A. 
 
 

Issue 2: Adequate Resources for Dairy Production 
 
Goal 1: Determine land needs for dairy production. 
 
 Research has shown that allowing cows to roam on pastures is very important for the 

overall quality of the milk they produce.  Grazing also significantly reduces feed cost.  
 
 Provisions must also be made to ensure the proper disposal of animal waste.  A 

minimum of 1,000 acres is needed to meet the assimilation capacity of pasture land 
for the spreading of manure from 500 cows3 in a confined animal feeding operation.  
However, more land would be needed for a dairy grazing operation. 

 
 To provide some perspective, 22,000 acres of pasture land would be needed to 

provide adequate grazing and waste assimilation capacity for 8,800 animals (4,400 
milking cows plus 4400 replacement animals) to supply 50% of Hawaii’s milk 

                                                 
1 C.N. Lee, Issues Related to Hawaii’s Dairy Industry,  Department of Human Nutrition, Food, and Animal Science, 
College of Tropical Agriculture and Human Resources, University of Hawaii, Manoa, p. 19 
2 Department of Business, Economic Development and Tourism, Population and Economic Projections for the State 
of Hawaii to 2035, http//Hawaii.gov/DBEDT/info/economic/data_reports/2035LongRangeSeries/Index_html 
3 Comprehensive Nutrient Management Plan National Template 
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demand which is estimated to be 27,400 gallons per day.  Additional acreage will be 
needed if the dairy operation chooses to grow supplemental feed crops such as corn. 

 
Critical Land Issues: 
 
• Lands with the following characteristics: 

o Cooler climate (Higher elevation)  
o Good drainage/low water runoff (not in proximity to nearby waterways). 
o Level land for cultivation of feed crops (3-5 % slope maximum). 
o Water source-both potable for milk barn and cows, and non-potable for 

irrigation of pasture and feed crops. 
• Provisions for long-term lease agreements. 
• Access to affordable loan programs to finance land improvements or purchase. 
• Progress on Important Agricultural Lands (IAL) designation by the private sector 

and Counties and lands transfer (both public IAL and non-IAL) from Department 
of Land and Natural Resources (DLNR) to HDOA to help assure lands stay in 
agriculture. 

• Access to incentives for Important Agricultural Land designation (both private and 
State lands). 

 
Identification of public IAL lands is in progress and non agricultural park land 
transfers from DLNR to HDOA began in 2006 and are on-going.  In June 2009, the 
State Land Use Commission approved a petition to designate over 27,000 acres of 
private land on Maui as IAL and approval was granted to designate 3700 acres of 
private land on Kauai as IAL in an earlier petition.  In addition, Kauai County has 
started its process to identify and map lands they will recommend to be designated 
as IAL.  

 
Goal 2: Ensure an adequate supply of potable and non-potable water for milk production. 

 
   A reliable water source is important to ensure that cows have enough water to drink 

and that forage crops can be irrigated when needed.  Many agricultural areas 
throughout the State have been hard hit by drought in recent years and the lack of 
water has created severe problems for pastureland.   

 
   Using the example to supply 50% of Hawaii’s milk demand, it is estimated that 

440,000 gallons of potable water per day4 is needed to sustain a dairy herd of 4,400 
milking cows and 4,400 replacement animals. Depending upon the source of the 
water, cost per thousand gallons can range from .475/1,000 gallons from a state 
irrigation system to $6.00/1,000 gallons from a private water provider.  An additional 
amount of non-potable irrigation water will be needed as dictated by pasture 
conditions, type of feed crops grown, and environmental conditions. 

 

                                                 
4 Bahman Sadeghi, Island Dairy owner, County of Hawaii 
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Critical Water Needs: 
 

• Dairies need access to lands with affordable sources of water for herd, feed crop 
and pasture requirements.  Areas with enough rainfall to support healthy pastures 
are preferable to minimize the need for pasture irrigation, which may not be 
economically feasible on a regular basis. 

• Continued legislative support to provide capital improvement project funds for 
irrigation systems and reservoirs. 

• Dairies will pursue opportunities to reduce water pumping costs through 
investment in alternative energy technologies.  

• Ensure that livestock as well as crop needs are considered in the off-stream uses 
when the Commission on Water Resource Management sets in-stream flow 
standards. 

 
 

Issue 3: Effective Regulations 
  
Goal 1: Conduct a thorough review of the Milk Control Act and the administrative rules.  

Update the Act and the rules as needed to reflect current trends in the industry. 
 

The dairy industry is a vital part of the agricultural industry that is protected in the 
publics’ interest.  All states have specific laws to ensure the reliable supply of fresh 
and wholesome milk, as milk is considered to be an essential component in the daily 
diets of children and the elderly.  To ensure a steady supply of fluid milk in Hawaii, 
production quotas are established and pricing is regulated to assure producers a 
stable income and return on investment.  In 1967, the Milk Control Act (Chapter 157 
HRS) was passed by the Legislature to ensure the availability of fresh milk for 
consumption in Hawaii and to preserve and protect the industry.  Hawaii 
Administrative Rules (HAR) and regulations were adopted in 1970 (Title 4-60 HAR) 
to enforce provisions of the Milk Control Act.  Title 4-60 enforces licensing, license 
fee rules, minimum milk price rules, and milk production quota rules, in addition to 
general provisions. 
 
There have been limited changes to the laws and rules governing the Milk Control 
Act since its inception over forty years ago.  This is in spite of economic, market, and 
technological changes.   

 
 Critical Aspects of the Milk Control Act and the Administrative Rules: 
 
 Quota 
 The system of quota as modified in the early 1990s allows the State to hold the 

quota for those producers who are not producing 90% of quota.  All quota forfeited is 
placed in reserve within the State.  The State has the authority to award quota back 
to the producer when production increased.  All available quota can currently meet 
50% of consumer needs. 

 
 Pricing 
 A responsive pricing formula is needed to adjust, in a timely manner, the price of milk 

paid to producers.  The formula will account for fluctuations in production and market 
parameters that affect the value of milk.  The pricing of milk will represent the fairest 
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return on investment for a given volume of Class I milk.  A draft of the pricing formula 
(see Appendix C) has been developed by HDOA, Agricultural Development Division.  
The formula incorporates key parameters such as the Northern California price for 
milk, a feed cost index, and the Moody’s Corporate Bond Index to establish cost of 
production and profit margins.  

 
Milk Sheds 

 Presently, there are two milk sheds in the State, Oahu and Big Island.  The Big 
Island milk shed is the only functional shed which serves two licensed dairy 
operations.  All dairies on Oahu have been closed.  Kauai and Maui opted not to be 
governed by the Milk Control Act, therefore no milk sheds exist for those counties.  
Regulations must be updated to include the entire State so as to increase 
opportunities for existing dairies and to attract future operations to the State.  
Changes in the Milk Control Act and its administrative rules will ensure that 
producers have order and fairness in a dynamic market place. 

 
 A summary of proposed changes to Chapter 157 HRS with regard to quota, pricing, 

and milk sheds can be found in appendix B.  Further discussion with the industry will 
take place this year to gain agreement on the proposed changes and pricing formula.  
 
 

Issue 4: Encourage and promote research that improves production and profitability. 
  
Goal 1: Investigate the potential for expanding traditional and alternative feed sources. 
 
 Feed for cows is the highest cost item for dairy farmers.  Currently, most feed is 

imported to supplement the nutritional needs of lactating cows.  With escalating fuel 
and transportation costs, this becomes a very heavy burden on dairy farmers.  
Locally grown feed for dairies would significantly lower the cost of production. 
 
A study is now underway at the University of Hawaii at Hilo to identify tropical 
forages and their use as a feed source and the selection of dairy cows suitable for 
small farms.  The results of this study are expected in the next few years.  Forage 
trials are also in process for both dairies. 

 
 Critical Feed Issues: 
 

• Identify current producers, quantities, types, locations, and costs of traditional, 
locally grown feed. 

• Identify alternatives to traditional feed sources, such as discarded crop residues 
and byproducts. 

• Explore potential byproducts from the emerging renewable energy producers.  
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APPENDIX A 
Consumer Survey Questionnaire 

 
 
 
Store:  _______________________________________ Date: ______________________ 
 
1.  Gender:  ____M   ____F       
 
2.  What is your age bracket?  ____<20   ____20-30   ____31-40   ____41-50   ____>50      
 
3.  How many people in your household? ____ How many drinks milk everyday? ____ 
 
4. Brand, size, and type of milk being purchased today.  

Brand: ______________________________________________________________ 

Indicate number of containers purchased:  ____gallon   ____½ gallon   ___quart 

Type:  ____fat free (skim)   ____low fat (1%)   ____reduced fat (2%)   ____whole 

Do you normally purchase this brand?  ____yes   ____no 

Why did you purchase this particular brand today? (1 answer) 
____name   ____price   ____date   ____taste   ____local product 

 
5.  How much milk do you normally purchase every week? (1 answer) 

____less than 1 gallon   ____1 gallon   ____2 gallons   ____more than 2 gallons 

 
6.  Can you identify the “Island Fresh” logo on store products?  ____yes   ____no 
 
7.  Did you purchase milk with an “Island Fresh” logo on the package in the past month?   

____yes   ____no   ____not sure 

If yes, what brand?  ______________________ what store? ___________________ 

 
8.  Do you drink milk? 

If yes, why (1 answer)   ____health benefits   ____taste good 

If no, why (1 answer)   ____lactose intolerant   ____bad for health   ____don’t like taste 

 
9.  Did you ever have milk go bad before the date on the container?  ____yes   ____no 
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Consumer Survey Protocol 
 
1. Request permission from the store manager to conduct the survey.  Inform the manager that 

copies of completed survey forms from their store will be made available upon request. 
 

2. If approval is granted by the store manager, identify the store and record the current date at 
the top of each form that is utilized to conduct the survey. 

 
3. At the stores’ dairy case, approach individuals who are purchasing gallon, half-gallon, or 

quart size, non-flavored milk and ask if they would like to participate in the survey. 
 
4. If they are willing to participate, ask individuals for whom they are purchasing the milk.  Only 

survey individuals that are purchasing milk for their own or their family’s consumption.  Do 
not survey those who are buying milk for someone else. 

 
5. You will be the one who enters participant responses on the survey form.  Participants may 

be shown the survey form as the survey is being conducted. 
a. Note:  If a participant asks a question about a survey item, do not answer the 

question if you feel that your answer will bias their response to a survey item.  Inform 
participants that all questions will be addressed after their survey is completed. 

 
Rational for Inclusion of Survey Items 
 
Items 1, 2, and 3:  provides demographic information of survey participant and household 
members. 
 
Item 4:  provides information on the preference and reason for preference of purchased milk. 
 
Item 5:  provides information on weekly consumption of milk. 
 
Items 6 and 7:  provides information on the level of recognition and awareness of the “Island 
Fresh” label and of locally produced milk. 
 
Item 8:  provides information on the proportion of participants that consume milk and as to why 
they drink or not drink milk. 
 
Item 9:  provides indirect information and insight on the possibility of food safety issue through 
consumer experience. 
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APPENDIX B 
Summary of Proposed Changes to Chapter 157, HRS and Title 4-60, HAR 

 
 
Quota: 
 
Quota will represent the demand for milk within a geographical area such as the State (total 
quota) or a county (county quota).  With the elimination of milk sheds, quotas will be established 
within the State by counties.  Currently, quota only exists in the counties of Honolulu and 
Hawaii. 
 
It is envisioned that Honolulu County and Hawaii County will retain their present quota limits.  
Kauai County and Maui County will each have quota limits based on consumer demand for milk 
in each county.  A producer will be able to request and acquire quota in the same manner that is 
currently prescribed.  The total amount of quota that producers can accumulate will depend on 
their ability to produce and deliver milk. 
 
 
Pricing: 
 
A pricing formula will be employed to calculate monthly minimum price for milk within each 
county where the milk is utilized.   See Appendix C for details. 
 
 
Milk Sheds: 
 
The term “Milk shed” will be deleted from Chapter 157 HRS.  All references to “milk shed” will be 
deleted from Chapter 157 and sections of this chapter will be amended to reflect this deletion.  
This deletion would permit the Hawaii Board of Agriculture to control milk in the entire State, 
rather than just within the County of Honolulu (Honolulu milk shed) and the County of Hawaii 
(Hawaii milk shed). 
 
 






































































































